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le (CONFIDENTIAL © ENTIRE TEXT)e 

a 

2e SUMMARYS DURING VISIT TO THE RUWR_GAS COMPRESSOR 
STATION ON THE FERG@CZECH BORDER®s EMGagSY ENERGY OFFICER 
LEARNED THAT RUHRGAS DOES NOT EXPECT pRICE NEGOTIATING 
SESSION IN MOSCOW ON OCTOBER 8 TO PRopUCE AGREEMENT. 
RUMRGAS EXPRESSED CONCERN THAT FRANCE WOULD AGREE TO GAS 
PRICES IN UPCOMING TALKS WITH ALGERI, WHICH WOULD BE HIGH 
AND THEREBY MAKE DRICE AGREEMENT ON qwE SOVIET DEAL MORE 
DIFFICULT. FINALLYs THE NEAR COMPLE7;ON AND NEED TO an 
AMORTIZE THE Cost OF THE MEGAL GAS PypELINE ACROSS 
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GERMANY TO FRANCE = A LINE JOINTLY OgnED 8Y RUHRGAS AND 
GAZ DE FRANCE = wOULD APPEAR TO @E A pOWERFUL INCENTIVE 
FOR THESE FIRMS TO REACH AGREEMENT WyeH THE SOVIETS. 
END SUMMARY, 


3e PRICES == A RECENT TRIP BY ENERGy OFFICER TO THE 
RUHRGAS COMPRESSOR STATION ON THE FR7ZeCZECH BORDER AT 
WAIDHAUS PROVIDED AN OPPORTUNITY TO pySCUSS GAS PRICES 
AND THE OCTOBER 8 PRICE TALKS IN MOScow WITH RUHRGAS 
CONTACTS. RUHRGAS CONTINUES TU BE #opRIED ABOUT TAKING 
SO LARGE A VOLUME OF GAS AT A HIGH BeyCE AND THEREBY 
SEEING THEIR AVERAGE PRICE FOR IMPORyeD GAS CLIMB DURING 
@ PERIOO OF wEaK GAS DEMANDe 


@e THEY ARE LOOKING AT. THE FPORTHCOMsyG MITTERANO TRIP 
TO ALGIERS WITH TREPIDATIONe THEIR eqgnTACTS IN GAZ DE 
FRANCE HAVE EXPRESSED CONCERN THAT My_7TERAND WILL AGREE 
TO A HIGH PRICE FOR IMPORTED ALGERIA, GAS AS A MEANS TOG 
IMPROVE BILATERAL RELATIONSe THE SOyyETS ARE CERTAIN 
TO LEARN OF ANY FRENCHeEALGERIAN SETT, EMENT AND ARE 
EXPECTED TO DEMAND A SIMILARLY HIGH paICEe TO DATES 
RUHRGAS HAS BEEN ABLE TO OEFEND TO Tye SOVIETS THE HIGH 
PRICE IN THEIR CONTRACT WITH NORWAY oy THE BASIS OF 
SECURITY OF SUPPLY AND THE RELATIVELy LO® VOLUME 
INVOLVED (283 BCMs/YRe)de THEY BELIEVE A HIGH FRENCH 
SETTLEMENT WILL wEAKEN THE LINE OF ApgUMENTATION THAT 
THE NORWEGIAN CONTRACT IS UNIQUE AND HAT SUCH A FRENCHO 
ALGERIAN SETTLEMENT WILL SIGNAL A NEy GENERALIZED ROUND 
OF GAS PRICE INCREASESe 

Se TACTICS ee RUHRGAS SEES THE PRES GYRE NOW SHIFTING 
TO THE SOVIET s3pe IN THEIR GAS PRICe TALKS. NO AGREE@ 
MENT IS EXPECTED FROM THE GCTOBER 8 gseSSION IN MOSCOMs 
AND» ACCORDING TO GUR CONTACTS® RUHRG,~S SEES NO REASON 
TO RUSH THINGS, THE SOVIETS HAVE StipnyN THEIR HAND BY 
SIGNING EQUIPMENT CONTRACTS® AND FOR 7ACTICAL REASONS 
RUHRGAS 1S WILLING 70 SIT TIGHT AND ,; eT THINGS HEAT UP 
A BIT MORE. THEY BELIEVE THE SOVIET s WANT AN AGREEMENT 
BY THE TIME OF THE BREZHNEV VISITe Ag IT WOULD APPEAR 
DOES BONN. THERE DOES NOT APPEAR TO ,AVE BEEN ANY 
DIRECT GERMAN GOVERNMENT PRESSURE ON QUHRGAS TO SIGN 
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AS VETs BUT IT Has BEEN MADE CLEAR Ty THE FIRM THAT 

BONN SOULD BE PLEASEO IF TNE DEAL WEge TU BE CONCLUDED 
FORTHwITH. ONE CONTACT EXPLAINED HOw THE FIRM COULD 
RESIST ANY UNDUE PRESSURE FROM BUNN (wCAN THEY GUARANTEE 
THAT WE CAN SELL THE GAS AT ANY PRICE2) SUT DID NOT SAY 
THAT THESE ARGUMENTS HAD AS YET BEEN yADEo 


Oe RELATION OF RUHRGAS PRICES TO OTyeR EUROPEAN 
CUSTOMERS © We HAVE LITTLE DIRECT Ey;OENCE ON THIS POINT» 
BUT HAVE BEEN TOLD THAT PRICE IS BEIyg DISCUSSED SEPA= 
RATELY WITH EACH PURCHASING ENTITY. 77 SEEMS LIKELY 

THAT RUHRGAS WILL BE THE FIRST TO SEqyLE AND THAT THEIR 
PRICE WILL SERVE aS A “MARKER® FOR OyyER PRICE 015S= 
CUSSIONS., DEVIATIONS FROM ANY RUHRGgc AGREEMENT ARE NUT 
LIKELY TO BE GREATe ANO @ILL PROBABLy BE BASED ON RECOG= 


NIZABLE LOCAL CONSIDERATIONS. Pa 


Te OPAGUE PRICING @© RUHRGAS LAMENTED, THE PUBLICITY 
SURROUNDING THEIR RECENT NORWEGIAN CoyTRACTSs AS WELL 
THEY MIGHTe OuR CONTACTS WOULD NOT yak PRICE IN 
EXPLICIT TERMS, BUT CONTINUED TO SAY HAT THEY WERE 
SEEKING A PRICE FROM THE SOVJETS WHicy WOULD SE TIED TU 
A BASKET OF FUELS USED IN GERMANYse yywEY HOPE TO INCLUDE 
NOT UNLY LIGHT AND HEAVY HEATING OLL yN SUCH A BASKET» 
BUT ALSO COALs ELECTRICITY AND EVEN , y;GNITEe 8Y USING 
SUCH A BASKET TOGETHER wITH A MULTIP, sER OF LESS THAN 29 


THEY HOPE TO KEEP NATURAL GAS PRICES gT THE RETAIL LEVEL 
JUST AT OR SLIGHTLY BELOW THE PRICES oF COMPETING FUELS 
AND THEREBY AVOID BEING PRICED OUT O¢ THE MARKET. (GAS 
PRICES CIF TO THE GERMAN BORDER® AS woST GERMAN CONTRACTS 
ARE WRITTENs ARE MARKEO UP ABOUT 20 peRCENT TO COVER 
INTERNAL TRANSMISSION COSTS AND THE yyPORTER’S MARGIN 
BEFORE SALE TO MUNICIPAL UTILITIESe yTILITIES IN TURN 
MARK THE GAS UP ABOUT 100 PERCENT PRyoR TO DELIVERY TO 
INOUSTRIAL CUSTOMERS. HOUSEHOLDS PAy LESS AS THE 

TARIFF FOR SMALL QUANTITIES IS REGUL,~yED BY THE 
MUNICIPALITY.) 


Be OUR RUHRGAS CONTACT CAUTIONED AGg NST PUTTING TOO 
MUCH WEIGHT ON ANY PUBLISHED PRICE wyyh THE SOVIETS» 
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NOTING THAT SUCH & PRICE COULD OIFFER, WIDELY FROM THE 
ACTUAL PRICE ParDe FOR EXAMPLE BECAUce OF THE USE OF 

AN INDEX CLAUSE SUCH AS THAT DESCRIBED ABOVE. OUR 
CONTACT CONCEEDED, HOWEVER®S THAT THE pYUBLICATION OF 
PRICESs PARTICULARLY IF HIGH SHAD OPT ycAL SIGNIFICANCE AT 
A WMINIMUMs AND aS IN THE FRENCH@ALGERJAN CASEs COULD 
“CAUSE REAL TROUBLE." 


9e MEGAL PIDELINE w= TWO LINES RUN geSTWARD FROM THE FRGe 
CZECH BORDER AT WAIOHAUSe ONE 15 OWnyeo BY RUHRGAS AND 
CARRIES THE GAS DELIVERED UNDER THE prESENT 11 BCM/YRe 
CONTRACT. THE OTHER LINE IS OWNED By MEGAL GMBH AND RUNS 
WESTWARD TO THE FRENCH BORDER BETWEE, ZWEIBRUCKEN AND 
PIRMASENS. THE MEGAL LINE WAS ORIGIyjgLLY BUILT TO HANDLE 
GAS FROM THE TRIANGULAR IRAN@SOVIET*yeST EUROPEAN DEAL? 
IGAT. THE MEGAL OIPELINE IS IN PLACE, PARALLEL TO THE 
RUMRGAS LINEs AND IS PARTIALLY OPERA; ONAL. (PIPE AND 
SWITCHING APPEAR COMPLETEs BUT THE FyyAL COMPRESSOR C 
STATIONS DO NOT COME ON LINE UNTIL EgplY 19822) MEGAL 1S 
& JOINT VENTURE OF RUHRGAS AND GAZ Oe FRANCEs AND THE 
LINE AND COMPRESSOR STATIONS HAVE BEexy CONSTRUCTED BY 
PIPELINE ENGINEERINGs A RUHRGAS SUBS;pIARYe (THE MEGAL 
STATION AT waAlTOHAUS USES TWO INGERSO,;, eRAND JET 
DERIVATIVE COMPRESSORS.) 


100 THE EXISTENCE OF SUCH A LINE MEgnS THAT NEARLY ALL 
OF THE INFRASTRUCTURE FOR ‘ONWARD DELyyERY OF ADDITIONAL 
AMOUNTS OF SOVIET NATURAL GAS S8ITHIN GERMANY AND TO 
FRANCH IS IN PLace. IN FACTs THE NEw DEAL CAN BE VIEWED 
AS A MEANS OF AMORTIZING A RATHER SUgsTANTIAL CAPITAL ~ 
INVESTMENT @HICH WOULD OTHERWISE BE pe LITTLE USEe (THE 
LINE 3S NOW AND COULD CONTINUE TO BE ySEO aS A BACKUP 16 
THE RUHRGAS LINE WHEN THE LATTER IS poWN FOR SERVICING 
BUT #wOULD NOT WAVE BEEN CONSTRUCTED oR THIS PURPOSE.) 


lle ITALIAN AND AUSTRIAN DELIVERIES we RUHRGAS OFFICIALS 
TOLO US THAT IT 1S PROBABLE THAT ANY GAS FROM THE NEW 

DEAL DESTINED FoR ITALY OR AUSTRIA WoylD BE SENT FROM THE 
CZECH GaS NET TO ITS DESTINATION VIA HE PRESENT CON] s 
NECTION @®ITH AUSTRIA AY BAUMGARTEN RayHER THAN VIA 
WAIOHAUS. THIS WOULD MEAN THAT GAS epR THE FRGs FRANCES 
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BELGIUM» AND THE NETHERLANOS® TOTALLyyG ABOUT 25 BCM/YRe 
OF THE 40 BCM/YR, INCLUOED IN THE NEq DEALs WOULD BE 
DELIVERED VIA WAIDHAUSe BURNS 
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